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Deer Applicant:

We have consfdered your applicatfon for tecognitlion of exemptior from
Federa? Income tax under seetion 501(e)(3) of the Intarnal kevenue Code.

The fntommncton submittud ¢iscloscs that you were dncorporeted NN
B, ndrr the nonprofit corporation laws of the Hcate of R, Your
putposit 8 steted In che Articles of Incorporotion are as follows:

J rracticing and teaching arte and crafts;

D oproviding an ourlet for artiste to exhiibit und merchandine thelr
worke; and

) providing » contrilation to the advancement of visurl arts within

the communtty of I and the Stace of NG

£s e

Mot.hovahip 18 your otpanization in linited to M mroters nnd conatuts
ef only one clags. The cofteria userd for e¢luction to memborahip s stated
In zatiely V¥V oof your hylews 18 as £n)lown:

A) The eandldaty for mepbership shall be actively engaged In one or
noly of the penerally rtecopniged viaual arts,

1) The worl muat be of professional quality, original c.muonu of
Ve candidate pnd conform to the artiatiec tugten and ocinl moros
ot the community as determined by the members of The (orporstion,

Upon cleciton to menheralifp, o member signe sn agresment to puy the
intttal mombherebip ducs or other dues and feen an prescribed or nay le
premouthod e the bylaws,

Loelh menbire must be avitlable for a proportionate number of houts to
copduet 2o llory eperntlonns and sssist in the upkeep of gallery facdlf~
trebe Coodnabwr bw oot lipeted to aselgt the directors/officeve «n
neacded In sdafnist .native and mansgoment activitics and scrve sn
Cirectopfofticer t se locteds
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Exeh ranivernary of the wemborship agreement, the member fssues The
Covporution n certificate or certificates ox cxedit which shall be
redeennble in the dollar amaunt indicated thevgon es & credit toward the
purchasc of any pleca of art offered for sale by The Corporation.

Punds for the support of your activities tri darived form dues and
nescagments of mcmbers, the sale of arts works, and contributions.

Section 1.,501(¢)(3)=1 of the regulatiors provides, in part, ss follows:

"(r)(1)in order to be exempt am on orpanization deamscribed in section
501(c)(3), an organigation wmust be both organired and operated
exclusively for one or more of tha purposee specifted in such
srctions Llf an orgentzetion fails to meet either the organiza-
tional test or the operational test, it i{s not exempt."

“ta)(2)The 1rrm "exempt purpose or purposes,” ag used In rhis
suction, mcans any purpose or purposes specified tn scction
561 (r)(3), oe defincd and clcborated in paragraph (d) of this
scection. "

“IN)(L)(L)AN organizstion is orgenized exclusively for one ot more
exenmpt purposes only {f fts articles of organization (refarred to {n
thig sectton an Jee "arttclee”) ax defined in aubpsiapraph (Z) of
thitn paragraph: )

() Limit the purposcs of such organisation to one or move
exempt purposcs; and

(b)Y Do nol e«xpiuasly empower the organisation to engaer,
otherwine than as An insubstancial pert of {tas sctivities,
fv activitiee which in themselves ate not in furtherance of
ONc Or MOre exempt purposce.”

"(d3(1)(it) An organizetion e not organigzed of operated cxclusivaly
for ont or more of the purposes specified in subdivision (1) of this
subpc 0 b unleras {t serves a publickather than a private intereet.
Trae, to mect the aequirement of this subdivisfon, it is nocessary
bie sy by Ut ta egtablish that {t is nov organiced or operated
trr ti. Yottt of privete interests sucth as designated individuale,
Yiao et op 't tumily, shareholders of the orgsnization, or per-

ciiredl @, atreetly or indirectly, by such private interete.”

canctan bl f v, tetda that a covperative n:t,gbllery forued and
oprtatet Ly o+ wrovp of Crtists for the purpose of exhibiting and selling
the fr vorbe Coor o qualtify for exemption under section 501(e)(3) of the
Lot




Revenue Ruling 76-152, holds that sn orgenisstion formed by art petrons to
promotc community understending of modern art trends by selecting for
exhibit, exhibiting, and salling art votks of local artists, retaining a
coumisgion ~n ecles less then customary cmmercial charges and not
sufficient o cover the cost of operating the gallery, does uot qualify for
exemption under section 501(c)(3) of the Code.

Since the purpese of your organigation, as described in your Articles of
Incorporation, ia broader than the pusposes spacified in section 301(e)(2)
and since there is no provisiosn for the distribution of asscte in the cvent
of dissolution, you Ao rot meet the organizational test described {n the
Code and Regulations.

With reepect Lo your activitics, li{ko the organizations t{n the revenue
rulinga described above you ave engaged in showing and scliing primarily
the: worke of your memburs and other artiats; therefore, your orgenization
may scrve as a vehicle for advancing their careers and promoting the m:le of
nrt work. You sro serving the private purpose of your mumbers snd other
artista, vvvnihough the oxhibition and ssle of paintings may be an
cdurgtionr) netivity in other respects, You are nedttier orpantized or
operated excluaively for one or more purposes specified In msoction S01(¢)(])
aof the Code.

Accordingly, ft 1a held that you do not quallify for evemption 10w Fedaral
tncome tax under the provisions of section 301(c)(3) ot the Internal Revenue
Code: and ave riquired to file incoms tax raturns on Form 1120. Contributions
tu you are not deductible under secction 170 of the Coda.

L you aprec with thene conclusjons or do not wish to file a written
protest, please sign and retura Foam 6018 in the vnclosed self-~addressed

suvelope as svon me possible.

if you do not apree With these conclusfona, you may, within 40 daya from the
date of thin letter, file in duplicate a brinf of the facte, law, and argument
that cleurly ucts forth your positifon. Jf you desire an oral discussion of the
Insne, pleane {néicate this in your protest. The anclosed Publication 892
piven Jretivettons for tiling a protest.

it you tower (110 o proteat with this of {ice within 30 daym of the date of
ele tene o o0 teiter, thita proposed determination wii1! become fipsl.

of youo o0 v pieteut thie proposed determination ‘n a timely manner, it
WD ) cevintievedt by the interns] Rewvenise Bervice su & tallure to exhaust
avaflrble admintetyrtive romedies. BSection 7428(b)(2) of the Internal

kevemee tode provtdes fn part that, “A declaratory  judgment or decree
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under thie section shall not be issued in any procceding unless the Tax :
Court, the Court of Claims, or the diatrice gourt of the United Btates for
the District of Columbia detarmines thst tha Srganizatios invélved has

exhausted adainistrative remedies -vnzlabxc to it witdin the latornal
Revenuo Scrvice.”

If this determination letter Sucomas a final dﬂtOtllﬂtthﬁ. wve wi)1 notify
| the approprinte State Offictals, as required by pection 6104(c) of the
- Code, that baned on the information wve have, we are uvable to recognise
you J4s an organizatfon of the type desaribed in Coda section 301(e)()d).

it you huve any further questions, ploali contact the person wvhose neme and
telephone number are shown at the baginning of this letter.

Sincetely yours,

District Director

hiuclosures:
Form GUlb
Publication £92




